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Promoters 77.0% 

Foreign 8.5% 

Domestic Inst. 3.7% 
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Stock Performance 

(%) 1M 6M 12M 

Absolute (2.6) 72.9 137.1 

Relative 2.1 32.2 59.6 

 

Price Performance (RIC: SUTV.BO, BB: SUNTV IN) 
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Source: Bloomberg

Sun TV Network 
Getting brighter 

 Results: Sun TV Network’s (Sun TV’s) Q2FY10 results stood above our expectations. 
Revenue for the quarter reported an impressive growth of 34.7% YoY to Rs3.2bn; this 
was contributed by a robust 37% YoY increase in the advertisement revenues of 
Rs1.94bn as also a whopping 157% YoY growth in DTH-backed subscription of Rs400m 
during the quarter. Operating profit margins during the quarter stood at 76.0%, 
expanding by 190bps YoY. However, on a sequential basis, a 71.3% increase in other 
expenditure contracted the margins by 172bps. Net profit for the quarter grew by 
20.5% YoY to Rs1.31bn. 

 DTH-backed subscription revenues continue to grow: In Q2FY10, Sun TV had 5.1m 
DTH-based subscribers, as compared to 4.8m in Q2FY10. In absolute terms, DTH-
backed subscription revenues grew from Rs365m in Q1FY10 to Rs400m in Q2FY10. 
Majority of Sun TV’s DTH subscribers come from Sun Direct, which is targeting for a 
DTH subscriber base of 6m by end of FY10 and has aggressive plans to become a pan-
India player. 

 Beyond broadcasting: Sun TV’s movie business under Sun Pictures had a relatively 
lean quarter, with revenues of Rs50m as against Rs230m in Q1FY10.The company has 
two small budget and one big budget movie lined up for Q3FY10..  

 During the quarter, the company reduced its stake in its radio subsidiary South Asia 
FM from 65% to 60%, as Astro increased its stake to 20% by infusing Rs792m. Further, 
with consolidated cash on books of Rs3.15bn, the company is looking to further scale 
up its radio business as new licenses come up for bidding under Phase III. For FY10, 
Sun TV has guided its entire radio business losses at Rs600m (Sun TV’s share of 
Rs350m).  

 Outlook & Valuation: Sun TV has seen a robust ad revenue growth in Q2FY10; this 
again has purely come from rise in utilisation of existing and more importantly newly 
launched channels. A possible ad rate hike in H2FY10, considering the company is 
already operating closer to peak utilisation levels, can result in a significant upside to 
current earnings estimates. Steady growth in the DTH-based subscription revenues 
and ability to deliver on new business as per guidance (movie business RoI of 15% in 
FY09) lends us further comfort. However, with price to earnings trading at 25.5x 
FY10E and 21.5x FY11E, the stock offers limited upside. We recommend ‘Accumulate’ 
on dips. 

 
Key financials (Y/e March) FY08 FY09 FY10E FY11E 

Revenues (Rs m) 8,699   10,394   13,304   15,771 
     Growth (%) 28.3   19.5   28.0   18.5 
EBITDA (Rs m) 5,975   7,368   9,484   11,242 
PAT (Rs m) 3,267   3,683   4,948   5,869 
EPS (Rs) 8.3   9.3   12.5   14.9 
     Growth (%) 32.3   12.7   34.3   18.6 
Net DPS (Rs) 2.5 2.5 3.0 3.5 

Source: Company Data; PL Research 

Profitability & valuation FY08 FY09 FY10E FY11E 

EBITDA margin (%) 68.7   70.9   71.3   71.3 
RoE (%) 24.7   23.4   25.8   25.7 
RoCE (%) 21.1   19.5   22.6   22.7 
EV / sales (x) 14.1   11.9   9.2   7.6 
EV / EBITDA (x) 20.5   16.7   12.8   10.6 
PE (x) 38.6   34.3   25.5   21.5 
P / BV (x) 8.7   7.4   5.9   5.2 
Net dividend yield (%) 0.8   0.8   0.9   1.1 

Source: Company Data; PL Research 
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Q2FY10 Result Overview (Rs m) 

Y/e March   Q2FY10 Q2FY09  YoY gr. 
(%)  

Q1FY10 H1FY10  H1FY09    YoY gr. 
(%)  

Net Sales  3,204   2,379   34.7   2,877   6,080   4,615   31.8  

Cost of Revenues  208   219   (4.8)  208   417   416   0.0  

 % of net sales  6.5   9.2    7.2   6.8   9.0   

Staff Cost  319   256   24.6   311   630   501   25.7  

 % of net sales  10.0   10.8    10.8   10.4   10.9   

Other Expenditure  241   141   71.3   122   363   251   44.5  

 % of net sales  7.5   5.9    4.2   6.0   5.4   

Total Expenses  768   616   24.8   640   1,409   1,168   20.6  

 % of net sales  24.0   25.9    22.3   23.2   25.3   

Operating profit  2,436   1,763   38.1   2,236   4,672   3,446   35.6  

 OPM (%)  76.0   74.1    77.7   76.8   74.7   

Other income  115   372   (69.1)  142   257   535   (52.0) 

EBITDA  2,550   2,135   19.5   2,378   4,929   3,981   23.8  

 EBITDA margins (%)  79.6   89.7    82.7   81.1   86.3   

Depreciation  571   464   23.1   550   1,121   742   51.1  

Interest  2   21   (91.3)  6   8   21   (61.4) 

Profit before tax  1,978   1,650   19.8   1,822   3,800   3,219   18.1  

Tax  672   567   18.5   624   1,296   1,110   16.8  

 Tax rate (%)  34.0   34.4    34.3   34.1   34.5   

PAT  1,306   1,083   20.5   1,198   2,504   2,109   18.7  
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Prabhudas Lilladher Pvt. Ltd. 
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PL’s Recommendation Nomenclature 

BUY  : Over 15% Outperformance to Sensex over 12-months Accumulate : Outperformance to Sensex over 12-months 

Reduce : Underperformance to Sensex over 12-months Sell : Over 15% underperformance to Sensex over 12-months 

Trading Buy : Over 10% absolute upside in 1-month Trading Sell : Over 10% absolute decline in 1-month 

Not Rated (NR) : No specific call on the stock Under Review (UR) : Rating likely to change shortly 

This document has been prepared by the Research Division of Prabhudas Lilladher Pvt. Ltd. Mumbai, India (PL) and is meant for use by the recipient 

only as information and is not for circulation.  This document is not to be reported or copied or made available to others without prior permission of 

PL. It should not be considered or taken as an offer to sell or a solicitation to buy or sell any security.   

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not independently 

verified the accuracy or completeness of the same. Neither PL nor any of its affiliates, its directors or its employees accept any responsibility of 

whatsoever nature for the information, statements and opinion given, made available or expressed herein or for any omission therein.  

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of investments can go 

down as well. The suitability or otherwise of any investments will depend upon the recipient's particular circumstances and, in case of doubt, advice 

should be sought from an independent expert/advisor.  

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make market, act 

as principal or engage in transactions of securities of companies referred to in this report and they may have used the research material prior to 

publication.  

We may from time to time solicit or perform investment banking or other services for any company mentioned in this document.  

For Clients / Recipients in United States of America:  

All materials are furnished courtesy of Direct Access Partners LLC ("DAP") and produced by Prabhudas Lilladher Pvt. Ltd. ("PLI"). This is material is for 

informational purposes only and provided to Qualified and Accredited Investors. You are under no obligation to DAP or PLI for the information 

provided herein unless agreed to by all of the parties, Additionally you are prohibited from using the information for any reason or purpose outside 

its intended use. Any questions should be directed to Gerard Visci at DAP at 212.850.8888. 


